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According to Peru's official statistics agency (Instituto Nacional de Estadistica e Informatica, INEI),
inflation continued to decline in September, registering the lowest monthly consumer price increase
in 20 years. At the same time, the government estimates that the GDP will grow by a hefty 5% by
year-end. Oct. 1, INEI reported that the consumer price index rose 1.62% in September, down nearly
a full percentage point compared to the 2.5% monthly inflation recorded by the Institute in August
(see Chronicle 09/09/93). Cumulative inflation for January-September of this year is 31.92%, and
INEI officials now confidently state that the government should be able to achieve its goal of 40%
annual inflation for 1993. "The government is very close to achieving the 40% inflation target,"
said INEI head Felix Murillo. "To reach that goal, monthly inflation must remain below 2% in the
October through December period." Estimates by independent organizations confirm the drop in
inflation. For example, the private group Apoyo reported a 1.6% rise in the consumer price index
in September, with 31.7% accumulated inflation for the first nine months of the year. The Cuanto
institute as well reported 1.6% monthly inflation in September, although that organization placed
accumulated inflation for the January-September period at 35.7%. Officials say strict fiscal and
monetary policies account for the downward trend in the consumer price index. From 1988 to 1990,
the country suffered from hyperinflation, with annual consumer price increases of nearly 8,000%.
But in 1991, President Alberto Fujimori's administration launched a rigid austerity drive to lower
the country's fiscal deficit, including massive public sector layoffs, an aggressive campaign to reel in
state spending and privatize public institutions, and tight monetary policies, including particularly
high interest rates to soak up excess liquidity. As a result, inflation dropped to 139% in 1991, and
then to 56.7% last year (see Chronicle 01/21/93). Meanwhile, INEI says the GDP expanded by a
robust 6% in the January-August period. INEI reports hefty production growth in nearly all sectors,
with a 10% jump in construction, 9% in the industrial sector, 8% in mining, 3.6% in agricultural
production, 3.3% in commerce, and a whopping 53% increase in output in the fishing industry. The
government now estimates the economy will grow by a minimum of 5% by year-end. In 1992, the
GDP declined by 2.7%. "This year's growth rates mark the end of the worst economic recession in
Peru's history," said Alfonso Bustamente Minister of Industry, Tourism, Integration, and Foreign
Negotiations in a speech to parliament on Sept. 24. "Our government's achievements have laid
the base for national development, all of which is possible thanks to the fact that Peru is now a
much more peaceful country than when President Fujimori took office in 1990." Still, Bustamente
stressed that to maintain growth, the country will need to invest about US$5 billion over the next
five years. In addition, Bustamente announced that the government will increase its spending for
social programs, including US$500 million now being earmarked for 15,000 small- scale projects to
alleviate extreme poverty in targeted areas around the country. (Sources: Agence France-Presse,
09/24/93, 09/25/93, 10/01/93, 10/02/93)
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